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Nlv name is Rob 131auliiss and I am currently employed by 1)ean Pools as the Director of Dairy

Procurement and Risk Management. Ms business address is located at 271 1 North I laskell Ave Dallas,

Texas, 7520-1 Dean roods Owns and operates fotni distributing plants located in the Commonwealth of

Pennsylvania.

I am here today in support of the Cooperatives proposal to increase the Pennsylvania Milk

M arketing Hoard's Class I over-order premium by 50.25.1c 1; 1 .00/cwt lor April through September

2010. While Pennsylvania may he on the lending edge in discussing a premium increase, we Feel the

market should be able to bear the proposed premium increase proposed by the Pennsyly mix Association

or Dairy Cooperatives (PADC) without putting undue competitive pressure on Pennsylvania Class I

plants.

Pennsylvania Milk Supply' Conditions

Pennsylvania milk production experienced year-over-rear production declines (hiring the second

halfof  I S. As highlighted in Exhibit 1. Pennsylvania's year-over-year milk production decline has

been particularly acute between August and December. During this time period, )ear-over-year

production in the Commonwealth declined by a combined _2 I 0 million pounds. ur -} 7`!4,.

I n what could portend the potential For further milk production declines, the number or dairy

cows on Kirin in Pcnnsyl ania declined liv 20,000 head year-over-year in December 2018. The total

monthly dairy cows on farm For Jan 2016 through December 2018 can he Found in Exhibit 2.

Milk Supply Dynamics in Areas Near PCIIIItiViVallia

N I ilk supply dynamics are al r changing in areas near PennsV l-ania. Milk production has

declined in states such as Vermont. New Yuck. Ohio and Michigan in 2018, albeit at a much smaller level

than Pennsylvania. otal combined milk production in New York and Vermont experienced a modest

decline (1'59 million pound ,013i1':), compared to year prior levels H Calendar Year 2018. lhe

combined monthly milk prodne n volumes in those two states stabilized as 2018 pro ssed with the

\ ear-over-year decline in production hetween.lan and May being partially offset by an increase in
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production between „lune and December. The monthly combined milk production levels for New York

and Vermont can be lhund in Exhibit 3.

N I ichiki.:16 and Ohio also both sow a reduction in their milk supplies in 2018.'fheir total combined

m ill, production declined h a c lbined 1 .2( 4,, or 20.; million pounds. tear-over-vicar in 2018. \-lichigan

and Ohio's combined monthly milk volumes for 2016 — 201S can he round in Exhibit 4

I mproved Dairy Price Outlook for 2019

Domestic dairy product prices arc expected to improve in 2019, As Mr. I lollon indicated in this

testimony, mi l l prices are expected to increase during the April September 2019 period on both a year-

er-yenr basis and coinpaivd to October 2018 - March 2019 prices (using bath actual and estimated

prices). As of market close on February 19, 2019 C'ME Futures prices for Class I I I and Class IV for April

t hrough September are trading at levels that are significantly higher than the prices paid er the same

period in 2018. Class III and IV prices are used to directls set (lass I mover prices while Class IV

ormolus are used to set Class II prices. While futures prices at the CM b today by no means guaraince

actual market prices at die time those future:-; contracts sett le. they do indicate what hu those

products arc wi lling to pay under current supply and demand conditions,

The Class Ill and IV prices on Exhibit 5 represent he actual prices paid. by time period. between

A pril 2(1 15 January 2019. while prices for February 2019 - September 2019 reflect CAIN prices as of

market close February 19 2019. As the data shows, the Class I l l futuren price average of 61 5.:19,jc \st for

A pri l September would represent a $1.09/ewt increase compared to the October 201S — March 2019

period and would he S0.<19/cwt higher than the same period last year. Increased nonfat dry milk prices arc

expected to help lead to noticeably higher C lass IV prices in 2019. Class IV futures prices For Apri l -

September 2019 averaged :816.48,/ewt as I market close February I ) Should these values conic to

fruition, they would represent a S1 . 1 0/ewt increase compared to the precioussix-month period and a

52.06:csyt increase compared year prior levels, The monthly Class III and Class IV actual and estimated

prices can he round on Exhibit 6
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The most recent Farm Hi l l included a provision that will rclo1111 the Class I price formula. Since

Federal Order reform. Class I mover prices have been set using the •higher-of the advanced Class III or

Class IV skim price. As stated in the farm Hill. the Class I mover prices will he calculated using the

simple average of the advanced Class III and IV prices plus $0.74/cwt. Valle I :SDA has not released an

official date in \\:hich the new formula will become effective, current intim& \ expectations cal l for the

change to be reflected starting with the June 2010 price announcement. The Class I prices on the

previously mentioned Exhibit 5 are reflect ive of .April 2015 March 2010 actual announced Mover

prices. Class I price estimate Ibr April 2019 and May 2010 are calculated using the - higher-or the month

prior Class I I I or IV CMF futures pr ices (i.e. February ('lass I I I/IV price for March Class I priced .lunc - -

September 2019 ('lass I price estimates are the function of month p r Class I l l and IV futures prices and

t he new Class I price formula previously discussed. As the data shows, the Class I mover price estimates

cal l for an average of $16.46/cm,t lor Apri l --- September 2010.1 his Class I mover represents a 50.91 /12 1

i ncrease compared to Ile previous six-mouth period and is d1.77/ovt higher than scar pr ior levels. the

monthly actual and estimated Class I mover prices for January 2015 --- September 2010 can he found on

Exhibit 7. It's worth noting that the new Class I formula that wi l l he implemented later this rear would

mean modestly higher Class I mover prices compared to the current price formula given current Class II I

and IV futures prices.

Conclusion

I t is Dean foods' viewpoint and the viewpoint of the Pennsylvania Association of Milk Dealers

t hat the Class I ova--order premium in Pennsvlvama he set at a keel that is both reflective of market

fundamentals and compmiti e with prevailing premiums in GIs surrounding the Commoimealth. Given

market conditions, we believe that an increase of 25-cents per cwt will help the Pennsylvania dairy

farmers and not create an undue threat to PA ('lass I plant competitiveness. I hcrerorc. Dean and the

Pennsylvania Association )1' M ilk Dealers support the request of. the PADC

Thank You for allowing me to testify heroic the Board today.
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